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OIL,  GAS  AND  MINERAL  LEASE 

THIS  AGREEMENT  made  this  the  9th  day  of  December,  2008.  between  Jesus  Perez .  a  single  person  Lessor  (whether  one  or  more) 
whr*  "5rtSS  is T  3316  Delaware  Trl  Fnrt  Worth  Tx.  761 35.  and  kTO  Energy  Inc..  whose  address^TTO  Houston  St,  Fort  Worth,  Texas 
76102,  Lessee,  WITNESSETH: 

1  Lessor  in  consideration  often  dollars  and  other  valuable  consideration,  receipt  of  which  is  hereby  acknowledged,  and the  cove nants 
and  aareemente  of! Lessee  hereinafter  contained,  does  hereby  grant,  lease  and  let  unto  Lessee  the  land  covered  hereby  for  the  purposes  and 
3ft  h» » r£ffofS^  opering  for  producing  and^owning  oil  gas,  ^m^^^^^S^^ % 
nT^larto  Ihose  mentioned),  together  wrth  the  right  to  make  surveys  on  safi  land,  lay  pipe  lines,  establish  and  utilize  feohtiesfor  surface  or 
SbsurSe  dswsal if  salt  water  construct  roads  and  bridges,  dig  canals,  buld  tanks,  power  stations,  telephone  lines,  employee  houses  aid 
o^SSureSo? Tsac ifno^e^aT?r  useful  in  Lessee's'operations  in  exploring,  Sing  for,  producing,  Jsekji tfonng  wdtonoita 
rKKoSd  from  the  iand  covered  hereby  or  any  other  fend  adjacent  thereto.  The  land  covered  hereby,  herein  called  said  land,  is 
located  in  the  County  of  Tarrant,  State  of  Texas,  and  is  described  as  follows: 

Blk  22  Lot  6  of  Indian  Oaks  Subdivision  an  addition  to  the  city  of  Lake  Worth,  Tarrant  County,  Texas  according  to 
the  plat  the^rwordld  in  Volume  388,  page  63,  plat  records,  Tarrant  County  Texas,  including  streets,  easements  and 
alleyways  adjacent  thereto 

This  lease  also  covers  and  includes,  in  addition  to  that  above  described,  all  land,  if  any,  contiguous  or  adjacent  a^nfl  Ja* 
above  described  and  (a)  owned  or  claimed  by  Lessor  by  limitation,  prescription,  possession,  reversion,  after-acqu red  title  or  unrecorded 
fnSenfor  (b)  as  to  ^iohL^sor  has  a  preference  right  of  acquisition.  Lessor  agrees  to  execute  any  supp emental  insfrurnent requested  by 
Lessee  for  a  more  complete  or  accurate  description  of  said  land.  For  the  purpose  of  determining  ttie  amount  of  any  bonus  or  other  payment 
hereurter  s^H  Ian Ishal be  deemed  to  contain  02376  acres,  whether  actually  wntaining  more  or  less,  and  the  above  recrtal  < of acreage. in  any 
traS  shall  be  deemed  to  be  the  true  acreage  thereoTLessor  accepts  the  bonus  as  lump  sum  consideration  for  this  lease  and  all  rights  and 
options  hereunder. 

2  Unless  sooner  terminated  or  lonqer  kept  in  force  under  other  provisions  hereof,  this  lease  shall  remain  in  force  for  a  term  of 
three r<3)  years  from i  the  date  hereof,  hereinafter  called  "primary  term,"  and  as  long  thereafter  as  operations,  as  hereinafter  defined,  are 
conducted  upon  said  land  with  no  cessation  for  more  than  ninety  (90)  consecutive  days. 

3  As  royalty  Lessee  covenants  and  agrees:  (a)  To  deliver  to  the  credit  of  Lessor,  in  the  pipe  line  to  which  Lessee  may  connect  its  wells, 
the  equal  23% parttfall  ofl produced  and  saved  by  Lessee  from  said  land,  or  from  time  to  time,  at  the  option  of  Lessee  to  pay  Lessor  the 
awrSe  Dosfea  market  price  of  such  23%  part  of  such  oil  at  the  wells  as  of  the  day  it  is  run  to  the  pipe  line  or  storage  tanks,  Lessor's  interest,  in 
eSls£ %\ teal Sof  the  Sit  of  treafing  oil  to  render  it  marketable  pipe  line  oil;  (b)  To  pay  Lessor  on  gas  and  caangh^d  gas  produced 
from  said  land  (1)  whensold  by  Lessee,  23%  of  the  amount  reafeed  by  Lessee,  computed  at  the  mouth  of fthe  well  or (2) when i  used  by  Lessee 
off  said  land  or  n  the  manufacture  of  gasoline  or  other  products,  the  market  value,  at  the  mouth  of  the  well,  of  23%of  such  gas  and 
casinghead  gas;  (c)  To  pay  Lessor  on  all  other  minerals  mined  and  marketed  or  utilized  by  Lessee  from  said  land,  one-tentji  erther  r\  kind  or  wlue 
it  ttie  well  or  mine  at  Levee's  etection,  except  that  on  sulphur  mined  and  marketed  the  royalty  shall  be  one  dollar  ($1  00)  per  long  ton.  M t  the 
exSon  of  the  primary  term  or  at  any  time  or  times  thereafter,  there  is  any  well  on  said  land  or  on  lands  with  which  sad  land  o  ^ny  oortion 
thereof  has  been  pooled,  capable  of  producing  oil  or  gas,  and  all  such  wells  are  shut-in,  this  lease  shall,  nevertheless  continue  in  force  as 
K  ^  on  said  land  for  so  long  as  said  wells  are  shutnn  andthereafter  this  lease  may  I ^^"^^.^e 
as  if  no  shut-in  had  occurredT  Lessee  covenants  and  agrees  to  use  reasonable  dihgence  to  produce  utilize  or  market  the  mnnerals aCapable 
being |  produced  from  said  wells,  but  in  the  exercise  of  such  diligence,  Lessee  sha  not  be  obligated  to  inste  or  fomish  faalrhesother  £an  well 
facilities  and  ordinary  lease  facilities  of  flow  lines,  separator,  and  lease  tank,  and  shall  not  be  required  to  settle  labor  trouble  or  to  market  gas  upon 
Ssuna^pteW  to  Lessee.  If,  at  any  time  or  times  after  the  expiration  of  the  primary  term,  all  such  wells  are  shut-m  for  a  penod  of  ninety 
consecSdays,  and  during  such  time  there  are  no  operations  on  said  land,  then  at iortara  the  ^^^g^Xi^SS^  i15ff 
shaSpav  or  tender  by  check  or  draft  of  Lessee,  as  royalty,  a  sum  equal  to  one  dollar  $1 .00)  for  each  acre  of  land  then  covered  hereby..  Lessee 
iha  make  like  payments  or  tenders  at  or  before  the  end  of  each  anniversary  .of  the  expiraton  of  said  ninety  day ;  penod rf ■  upor i  $uA  wnnmjy 
this  lease  is  befiig  continued  in  force  solely  by  reason  of  the  provisions  of  this  paragraph.  Each  such  payment  or  tender  shall  be  made  to  the 
parties  who  at  the  time  of  payment  would  be  entitled  to  receive  the  royalties  whichwould  be  paid  under  this  lease  if  the  wells ,  were  Produarj 
and  may  be  deposited  in  such  bank  as  directed  by  Lessor,  or  its  successors,  which  shall  continue  as  the  depositones,  ^?rd  ^of  changes 
in  the  ownership^  shut-in  royalty.  If  at  any  time  that  Lessee  pays  or  tenders  shut-in  royalty,  h«o  or  more  parties  are  or daim  to .be ^  entrtea  to 
receive  same  Lessee  may,  in  lieu  of  any  other  method  of  payment  herein  provided,  pay  or  tender  such  shut-m  royalty  in  the  manner  above 
srjecrfied  either  jointly  to  such  parties  or  separately  to  each  in  accordance  with  their  respective  ownerships  thereof,  as  Lessee  may  elect.  Any 
Synient  hireuntE ma! 'be made  by  check  oT  draff  of  Lessee  deposited  in  the  mail  or  deliveredto  the  party  entitled to  receive  payment  orto  a 
Sitory  bankS)Sj  for  above  on  or  before  the  last  date  for  payment.  Nothing  herein  shall  impair  Lessee's  right  to  release  as  provided  in 
paragraph  5  hereof.  In  the  event  of  assignment  of  this  lease  in  whole  or  in  part,  liability  for  payment  Hereunder  shafrest  exclusively  on  the  then 
owner  or  owners  of  this  lease,  severally  as  to  acreage  owned  by  each. 

4  Lessee  is  hereby  granted  the  right,  at  its  option,  to  pool  or  unitize  any  land  covered  by  this  lease  with  any  other  land  cp/ered i  by  this 
lease  and/or  with  any  ofher  land,  lease,  or  leases,  as  to  any  or  all  minerals  or  horizons,  so  as  to  establish  units  containing  not  more  than  SO 
surface  acres,  plus  10%  acreage  tolerance;  provided,  however,  units  may -be  established  as  to  anyone  or  more  horizons,  £te>^ng^nite^  be 
enlarged  as  to  any  one  or  more  horizons,  so  as  to  contain  not  more  than  640  surface  acres  plus  f0%  acreage  tolerance,  rf  bmrted  to  one  or  more 
of  the  following:  <i)  gas,  other  than  casinghead  gas,  (2)  liquid  hydrocarbons  (condensate)  which. are  not  liquids  in  £e  subsurface  rese nroir,  (3) 
minerals  produced  from  wells  classified  as  gas  wells  by  the  conservation  agency  having  jurisdiction.  If  larger  units  than  any  of  those  herein 
permitted  either  at  the  time  established,  or  after  enlargement,  are  permitted  or  required  under  any  governmental  rule  or orderjbr jhe  drilling  or 
ooeration  of  a  well  at  a  reqular  location,  or  for  obtaining  maximum  allowable  from  any  well  to  be  dnlled,  dnllmg,  or  already  dnlled,  any  such  unrt 
may  be  established  or  enlarged  to  conform  to  the  size  permitted  or  required  by  such  governmental  order  or  rule.  Lessee  shaH  exercise  said 
ootion  as  to  each  desired  unrt  by  executing  an  instrument  identifying,  such  unrt  and  filing  it  for  record  in  the  public  office  in  which  thislease  is 
recorded  Such  unit  shall  become  effective  as  of  the  date  providedTor  in  said  instrument  or  instruments  but  rf  said  instrument  or instruments 
make  no"such  provision,  then  such  unit  shall  become  effective  on  the  date  such  instrument  or "instruments -are  so  filed  of  record.  Each  of  said 
options  may  be  exercised  by  Lessee  at  any  time  and  from  time  to  time  while  this  lease  is  in  force,  and  whether  before  or  after  operations  or 
production  has  been  established  either  on  said  land,  or  on  the  portion  of  said  land  included  in  the  unit,  or  on  other  land  unitized  herewith.  A  unit 
established  hereunder  shall  be  valid  and  effective  for  all  purposes  of  this  lease  even  though  there  may  be  mineral,  royalty,  or  easenold 
interests  in  lands  within  the  unit  which  are  not  effectively  pooled  or  unitized.  Any  operations  conducted  on  any  part  of  such  unitized  land  shall 
be  considered,  for  all  purposes,  except  the  payment  of  royalty,  operations  conducted  upon  said  land  under  this  tease.  There  shall  be  aNocated 
to  the  land  covered  by  this  lease  within  each  such  unit  (or  to  each  separate  tract  within  the  unit  if  this  lease  covers  separate  tracts  wrthin  the 
unit)  that  proportion  of  the  total  production  of  unitized  minerals  from  the  unit,  after  deducting  any  used  in  lease  or  unrt  operations,  which  the 
number  of  surface  acres  in  such  land  (or  in  each  such  separate  tract)  covered  by  this  lease  within  the  unit  bears  to  the  total  number  of  surface 
acres  in  the  unit  and  the  production  so  allocated  shall  be  considered  for  all  purposes,  including  payment  or  delivery  of  royalty,  overriding  royalty 
and  any  other  payments  out  of  production,  to  be  the  entire  production  of  unitized  minerals  from  the  land  to  which  allocated  in  the  same  manner 
as  thouqh  produced  therefrom  under  the  terms  of  this  lease.  The  owner  of  the  reversionary  estate  of  any  term  royalty  or  mineral  estate  agrees 
that  the  accrual  of  royalties  pursuant  to  this  paragraph  or  of  shut-in  royalties  from  a  well  on  the  unit  shall  satisfy  anylimjtetiorn of  term  requiring 


of  Lessee  to  release  as  provided  in  paragraph  5  hereof,  except  that  Lessee  may  not  so  release  as  to  lands  within  a  unrt  while  there  are 
operations  thereon  for  unitized  mineral  unless  all  pooled  leases  are  released  as  to  lands  within  the  unit.  At  any  time  while  this  lease  is  in  force 
Lessee  may  dissolve  any  unit  established  hereunder  by  filing  for  record  in  the  public  office  where  this  lease  is  recorded  a  declaration  to  that 
effect  if  at  that  time  there  is  no  unitized  minerals  being  produced  from  such  unit.  Any  unit  formed  may  be  amended,  re-formed,  reduced  or 
enlarqed  by  Lessee  at  its  election  at  any  time  and  from  time  to  time  after  the  ongmal  forming  thereof  by  filing  an  appropriate  insfrument  of 
record  in  the  public  office  in  which  the  pooled  acreage  is  located.  Subject  to  the  provisions  of  this  paragraph  4,  a  unit  once  established 
hereunder  shall  remain  in  force  so  long  as  any  lease  subject  thereto  shall  remain  in  force.  If  this  lease  now  orTiereafter  covers  separate  tracts, 
no  pooling  or  unitization  of  royalty  interests  as  between  any  such  separate  tracts  is  intended  or  shall  be  implied  or  resutt  merely  from  the 
inclusion  of  such  separate  tracts  within  this  lease  but  Lessee  shall  nevertheless  have  the  nght  to  pool  or  unitize  as  provided  in  this  paragraph 
4  with  consequent  allocation  of  production  as  herein  provided.  As  used  in  this  paragraph  4,  the  words  separate  tract  mean  any  tract  with 
royalty  ownership  differing,  now  or  hereafter,  either  as  to  parties  or  amounts,  from  that  as  to  any  other  part  of  the  leased  premises. 


Initials  /TTp 


6  Whenever  used  in  this  lease  the  word  "operations"  shall  mean  operations  for  and/or  any  of  the  following:  dS^te^.^K'^'S' 

7  i  *«p*  *hall  have  the  use  free  from  royalty  of  water,  other  than  from  Lessor's  water  wells,  and  of  oil  and  gas  produced  frorr i  said  land  in 
Lessee .shall  pay  foTdamages  caused  by  its  operations  to  growing  crops  and  timber  on  said  land. 

bank  provided  for  above. 

q  In  the  event  Lessor  considers  that  Lessee  has  not  complied  with  all  its  obligations  hereunder,  both  express  and  'mpjedj^ssor  shall 

^^^^SsiSSiS^ShrM^SuSL.  Neitherthe  service  of  saitfnc^ce  rror  the  doing  of  any  acte^Lfi^aim^^aJw 
InVorSe  ISSied fbrSEJies  shal^  Sed  an  admission  or  presumption  that  Lessee  has  failed  to  perform  all  its  obligations  hereunder  If  tine 
ffis^ol ed  i^m%^e -Al\S^^e\Ss  remain  in  force  and  effect  as  to  (1)  sufficient  acreage  around  ^wel     to^^ere  are 

surface  facilities  necessary  or  convenient  for  current  operations. 

10  Lessor  hereby  warrants  and  agrees  to  defend  title  to  said  land  against  the  claims  of  all  persons  ^omsoever  Leswr's  rights  and 
inteJiji  hlrpTTndl^ lhallbe ^charaed  Dnmarilv  with  any  mortgages,  taxes  or  other  liens,  or  interest  and  other  charges  on  said  land,  but  Lessor 
aaral  that  S££ 'Ihlll  h?ve  i heridnt  at  any  time  topaVor  reduce  same  for  Lessor,  either  before  or  after  maturrty^nd  be  subrogated tcr me 

without  regard  to  whether  it  is  executed  by  all  those  named  herein  as  Lessor. 

11  if  whiiMhfc  lease  is  in  force  at  or  after  the  expiration  of  the  primary  term  hereof,  it  is  not  being  continued  in  force  by  reason  of  the  shut-in 
well  iSoSS  3  S  and  LSse?ifn™nductingVra«ons  on  **»  tend  by,  reason  of  .(1  any  law,  <^  ™te  <* 
hS^^^nA^SS^&  ^mSteA  to  be  invalid)  or  (2)  any  other  cause,  whether  similar  or  dissimilar  (except  financial)  beyond  the 
SSSbS control. Se  tiTel primary  tan?  hereof  shal  be  extended  until  the  first  anniversary  date  hereof  occurring  ninety  (90)  or  more 
dfyl  fofo^  cause,  and  this  lease  may  be  extended  thereafter  by  operations  as  if  such  delay  had  not 

occurred. 

1 2  Lessor  agrees  that  this  lease  covers  and  includes  any  and  all  of  Lessor's  rights  in  and  to  any  existing  well(s)  fJ^^^M™  ^ 
land  other San  exT Sw  waterwells,  and  for  all  purposes  of  this  lease  the  reentry  and  use  by  Lessee  of  any  existing  well  and/or  wellbore  shall  be 
deemed  the  same  as  the  drilling  of  a  new  well. 

1 3  Notwithstanding  anything  to  the  contrary  contained  in  this  lease,  at  the  option  of  Lessee,  which  may  be  exercised  by  Lessee 
giving  notice fta .  Lessor  a  well I  which  has  been  drilled  and  Lessee  intends  to  frac  shall  be  deemed  a  well  capable  of  producing  in  paying 
auarffities  and  the  date  such  well  is  shut-in  shall  be  when  the  drilling  operations  are  completed. 

quanmies  ana  jneadw  ffi  deveboment  in  the  vicinity  of  said  land  governmental  rules  or  ordinances  regarding  well  sites,  and/or  surface 
raetricfcnilfi  leases  in  the  vicinity,  surface  locations  for  well  site/in  the  vianrty  may  be  limited  and 

K^mlv^n^nteV  dfficuttv  S^rin^s^  for  drilling,  reworking  or  other  operations,  Therefore,  since  dnlling,  reworkingpr .other 

o2^on?arTK  resSS cTnot  alowed  wi^aid  land  or  otherleases  in  fhe  vicinity,  it  is  agreed  that  any  such  operations  conducted  at  a 
s^Tciafon ?o%lSdl5d  «  df  Steffi  fflh^Kfch  said  land  are  pooled  in  accordance  vfi  this  lease,  ^^J^J^^fSSiS 
ass^tedS  ^directional  well  for  the  purpose  of  drilling,  reworking,  producing  or  other  operations  under  said  land  or  lands i  poofed Itag™. 
M^^S^dfmSX^SM  KSrations  conducted  on  said  land*  Nothing  contained  in  the  paragraph  is  intended  to  modify  any 
surface  restrictions  or  pooling  provisions  or  restrictions  contained  in  this  lease,  except  as  expressly  stated. 

1  *  it  k  thP  desire  of  Lessee  to  obtain  from  Lessor  an  Option  to  Extend  the  term  of  this  lease  for  an  additional  two  years  from i  the  expiration 
date  of  the  orimirvtelm  of  mlstease  LBMeemayl aSrcfee  their  Option  by  an  additional  payment  of  $3500.00  per  mineral  acre  This  option  may 
^^^S^a^^^y^^^o  ^^^noje  fo^us  payment  stated  above,  on  or  before  the  expiration 
date  hereof.  If  Lessee  elects  not  to  exercise  this  option,  this  option  will  terminate  on  the  expiration  date  of  the  lease. 

16.  Notwithstanding  anything  to  the  contrary  contained  in  this  lease,  this  lease  is  a  No  Surface  Occupancy  Lease. 
IN  WITNESS  WHEREOF,  this  instrument  is  executed  on  the  date  first  above  written. 
LESSOR(S) 

Jesus  Perez 


STATE  OF     I  } 

^  }  ss.  (ACKNOWLEDGMENT  FOR  INDIVIDUAL) 

COUNTY  OF  } 

This  instrument  was  acknowledged  before  me  on  the .  il     day  of  QeaSA^f  ,  2008  by  Jesus  Perez,  a  single  person 

Signature  

Notary  Public 

My  commission  expires: 


Seal: 


N  o  tBf yfPtJOItovSts  t  e^of  Texa  s 


